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AICPA Washington Report
July 29, 1974 
Volume II, Issue 41
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FEDERAL COMMUNICATIONS COMMISSION
A  proposal -to amend the accounting rules for Class A  and Class B 
telephone companies to increase the monetary limit where ca­
pitalization is appropriate fran $25 to $50 has been issued 
(Rel. No. 26256 of 7/18/74). The proposed amendment was in 
response to a petition by AT & T. The time for comment ex­
pires 8/30/74. Additional information can be obtained by 
calling 202/632-7260.
FEDERAL DEPOSIT INSURANCE CORPORATION
More rigorous board and regulatory discipline of insider transac­
tions was called for by George A. LeMaistre, Director of the 
FDIC in an address to the Annual Bank Directors’ Conference 
in Louisville on 7/14/74. Referring to the failure of the 
U.S. National Bank in San Diego, Mr. LeMaistre favors in­
creased disclosure and self-regulation by directors as 
opposed to an absolute bar to insider transactions of a cer­
tain kind or magnitude. Saying that insider transactions are 
not bad per se, he concluded that "overreaching does occur, 
whether the result of tainted judgment or dishonesty, and that 
its impact can be severe, as it was in San Diego."
FEDERAL POWER COMMISSION
An amendment to small producer certificate regulations has been pub­
lished (See 7/22/74 Fed. Reg., p. 26631). It provides that the 
existence of one or more directors of an applicant producer in 
common with another producer shall be deemed a conclusive pre­
sumption of affiliation and control. The amendment, which is 
effective 8/1/74, further defines the term "small producer" as 
it relates to "affiliated producers" and the tests to determine 
control and affiliation.
The 53rd Annual Report of the FPC for 1973 has been issued. The re­
port covers the accounting and financial review of electric 
power regulation in Part 1 and natural gas regulation in Part 
2. Copies may be obtained from the Government Printing Office 
for $1.90.
FEDERAL TRADE COMMISSION
The FTC has been given the green light to proceed with its planned 
line-of-business survey. Defeating an amendment by Sen. Reman 
Hruska (R-Neb.) to limit the information to data on corporate 
sales and revenues only, the Senate passed an appropriation bill 
containing the LB authorization by a vote of 71 to 16. In the 
debate, Sen. William Proxmire (D-Wis.) noted that the FTC forms 
"will impose no major additional accounting burden on these 
firms." Although the bill will now go to a House-Senate Confer­
ence Committee to resolve differences, Senate passage has 
assured the FTC of authority to proceed.
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GENERAL SERVICES ADMINISTRATION
Federal Management Circular No. 74-4 has been issued (see 7/25/74 
Fed. Reg. , p. 27133). This FMC, dated 7/18/74, supercedes OMB 
Circular No. A-87 and provides principles for determining costs 
applicable to grants and contracts with state and local govern­
ments. Copies may be obtained from GSA, 202/343-5967.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
Finalized regulations governing grants for maternal and child health 
and crippled children’s services have been published (See 7/22/74 
Fed. Reg., p. 26692). The regulations incorporate by reference 
the DHEW auditing and accounting provisions in Title 45 CFR 
Part 74.
Proposed amendments to regulations under the National Defense Edu- 
cation Act of 1958 providing for a program of loans to private 
nonprofit schools for strengthening instruction in academic 
subjects were published in the 7/23/74 Fed. Reg, (see p. 26749). 
The time for comment expires 9/17/74. In the same issue, at 
p. 26724, final regulations were published providing financial 
assistance to institutions of higher education for construction 
of academic facilities. In addition, a series of proposals under 
the School Assistance in Federally Affected Areas programs 
appeared in the 7/25/74 Fed. Reg., p. 27232. Incorporating the 
Financial Management guidelines in OMB Circ. NO. A-102, the 
proposed programs are: 1) school construction assistance in 
cases of certain disasters; 2) assistance for current school 
expenditures in cases of certain disasters? and, 3) assistance 
for school construction in federally affected areas. No mention 
is made of OMB Circ. No. A-102 in another proposal appearing on 
p. 27254 for assistance for local educational agencies in areas 
affected by Federal activities. The comment period expires 
8/26/74 on all proposals.
INTERSTATE COMMERCE COMMISSION
Legislation which would provide $2 billion worth of federal loan
guarantees to help the railroads, and the first regulatory reform 
for railroads in many years is now pending before the full House 
Commerce Committee. One feature contained in the bill (HR 5385) 
would eliminate some of the ICC's authority over stocks and bonds 
issued by transportation companies. Rep. John Dingell (D-Mich.) 
is seeking to transfer to the SEC authority to examine transpor­
tation company financial claims.
LABOR, DEPARTMENT OF
Amendments to the Federal Procurement regulations designed to imple­
ment the regulations of DOL concerning the employment and 
advancement of handicapped individuals has been published (see 
7/22/74 Fed. Reg., p. 26642). The procedures apply to all govern­
ment contracts for personal property or non-personal services
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excess of $2,500 and requires government contractors and sub­
contractors to take affirmative action in the employment of the 
handicapped.
OFFICE OF FEDERAL PROCUREMENT POLICY
The Senate-House Conference Committee is expected to complete work 
next week on the bill to establish an "OFPP" within the Office 
of Management and Budget. The bill (S. 2510) is expected to 
save about $3 billion annually in eliminating red tape and 
paperwork. A  second bill on Federal Procurement (S. 3311) has 
been approved by the House and has been sent to the President 
for signature. This bill provides for simplified procurement 
procedures for purchases up to $10,000. The previous limit was 
$2,500.
SECURITIES AND EXCHANGE COMMISSION
An SEC release concerning a proposed temporary suspension with respect 
to the sale of common stock of registered holding companies of 
the competitive bidding requirements under the Public Utility 
Holding Company Act of 1935 has been issued (Rel. 18504 of 7/19/74). 
Effective immediately, and so long as the proposed suspension 
of Rule 50 is under consideration, registered holding companies 
may negotiate with prospective purchasers about sale of new 
issues of their common stock, without prejudice to any pending 
or subsequent application for exemption from Rule 50. Comments 
are requested on this proposal prior to 8/23/74.
Commissioner Philip Loomis will be nominated for reappointment as a 
member of the Commission for a term expiring June 5, 1979, the 
White House has indicated. Mr. Loomis has been with the Commis­
sion since 1954 and was named a Commissioner in August 1971.
An interpretation of the Division of Corporation Finance relating to 
dividend reinvestment and similar plans has been issued (Rel.
33-5515 of 7/22/74). It is a revised interpretive position con­
cerning securities offered and sold without registration under 
the '33 Act pursuant to dividend reinvestment and similar plans.
Legislative hearings on bills which provide for the reporting and public 
dissemination of information concerning the holding and trans­
actions in securities by institutional investors have been 
scheduled. The hearings will be before the Senate Subcommittee 
on Securities on the bills, S. 2234 and S. 2683, the latter in­
troduced at the request of the SEC. Hearing dates are August 
13-15, 1974.
Additionally, that Senate Subcommittee recently approved 
S. 2474 to establish federal regulation of underwriters and 
dealers in municipal bonds. It gives the SEC regulatory authority 
over both banks and securities dealers who deal in municipal 
bonds. Under the bill the SEC will have general supervisory
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authority over a "rulemaking board" as well as power to inspect 
and bring enforcement proceedings against any municipal securi­
ties dealer. There is a provision for cooperation between the 
SEC and bank regulatory agencies in cases involving banks.
DEPARTMENT OF TRANSPORTATION
Finalized procedures for loan applications to the U.S. Railway Asso- 
ciation have been published (see 7/24/74 Fed. Reg., p. 26908). 
This regulation prescribes specific procedures for loans to 
provide assistance to any railroad that connects with a railroad 
in reorganization and which needs financial assistance to avoid 
reorganization proceeding under the Bankruptcy Act. A  certifi­
cate from the applicants chief accounting officer is prescribed 
which must accompany the loan application. The certificate 
specifies that GAAP be applied.
TREASURY, DEPARTMENT OF
The timetable on pension reform has been moved up a week. House and 
Senate conferees have scheduled July 31 as the probable final 
meeting on HR 2. This will allow the compromise bill to be 
brought to the Senate and House during the week of August 5.
An explanatory report will probably not be available until 
after the bill is passed nor will copies of the bill in its 
final form be ready until the meeting on the 31st.
A  tentative decision (T.D. No. 16) reached by the Ways and Means Com­
mittee to increase the minimum tax on higher bracket individuals 
has been issued. It will have a net revenue increase of $600 
million.
Proposed amendments to the regulations on determination of sources 
of income and income of foreign central banks have been issued 
(see 7/23/74 Fed. Reg., p. 26738). The proposal also withdraws 
regulations proposed in 1964 on dividend gross-up and the foreign 
tax credit for domestic corporate shareholders of foreign cor­
porations replacing them with revised regulations. Comments on 
the proposed amendments are requested prior to 8/22/74.
SPECIAL: CAMPAIGN INFORMATION
"Factual Campaign Information" is the title of a document compiled 
by the Senate Library. It was prepared under the direction of 
Francis R. Valeo, Secretary of the Senate for use by Senators 
in senatorial campaigns in 1974. Copies of the document are 
available through the GPO at $2.15 per copy.
SPECIAL: CONSUMER PROTECTION BILL'S TITLE AMENDED
In a sudden move, the Senate adopted on a vote of 87-5 an amendment 
changing the name of the proposed government agency to "Agency
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for Consumer Advocacy. " The action was initiated an the part 
of the Institute and the State Societies to eliminate the po­
tential confusion the abbreviation "CPA” might cause between 
the consumer agency and members of the profession.
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COMMERCE, DEPARTMENT OF
At the request of the Department of Commerce, a review of the 
Office of Minority Business Enterprise ("OMBE"), Accounting 
System Survey Guide was made by the Federal Government Division.
Comments and recommendations for revising the guide included matters 
encountered during actual experience in auditing CMBE programs, 
as well as resulting from a review of the proposed changes to the 
guide. The revised guide is expected to be released in August 1974.
Comments were also furnished to Commerce on a draft audit guide for 
the Office of Coastal Zone Management (OCZM) grant programs. This 
guide is also expected to be released in August 1974.
DOD - AIR FORCE
At the request of the Air Force, a task force of the Federal Government 
Division has reviewed and completed a study of the draft of the Uniform 
Accounting Systems Manual (AFM-176-17) to determine whether the 
accounting policies and procedures stated in the manual for non- 
appropriated funds were in conformity with generally accepted accounting 
principles. A  comment letter was submitted to the Pentagon which 
related to accounting for fixed assets and financial statement 
formats.
FEDERAL TAXATION
Capital Gains Meeting. Representatives of about 25 leading business 
and professional organizations, including the Institute’s Tax 
Division, attended a meeting to discuss the tentative decisions 
of the Ways and Means Committee in the area of capital gains. The 
meeting was sponsored by the U.S. Chamber of Commerce.
